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HCEA — 
Staff 
Offices 


The functional organization of the 
Health Care Financing Administra- 
tion that resulted from formally reor- 
ganizing the agency on June 20, 1979 
contributes not only to the more effi- 
cient performance of HCFA’s day to 
day tasks, it also provides the organi- 
zational groupings and channels of 
communication that promote consist- 
ent policies and a decision-making 
process based on complete, accurate 
information, and the involvement of 
all appropriate units of the organiza- 
tion. 

Contact points are sharpened, mak- 
ing the agency easier to deal with for 
HCFA’s constituents, while, inter- 
nally, staff benefits from improved or- 
ganizational vantage points. 

The staff offices of the agency con- 
tain several examples of this improve- 
ment. In addition to serving the Ad- 
ministrator, they also support activi- 
ties of his deputy, Earl M. Collier, the 
second-ranking officer of the agency. 
An attorney with a background in 
health regulation and a former official 
of the New York State Office of 














Health Systems Management, Collier 
is also currently acting director of the 
Office of Special Programs, one of the 
units of the immediate Office of the 
Administrator. 


Deputy Administrator Earl M. Collier, Jr., is the agency’s second ranking executive. 








Administrator’s immediate office 


The Office of Special Programs fo- 
cuses primarily on two programs that 
cut across a number of HCFA orga- 
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nizational units. A subunit, the Office 
of Child Health, is responsible for de- 
veloping HEW’s strategy for health 
care for poor children and works 
jointly with the Public Health Service 
to improve the coordination of the de- 
partment’s child health resources. 
Another subunit, the Office of End- 
Stage Renal Disease, administers a 
program that treats persons with ter- 
minal kidney disease. The kidney 
treatment program was established in 
1972 as the first national catastrophic 
health care program. 

Another unit of the administrator’s 
immediate staff insures, through liai- 
son with the health care community 
that the views of physicians, hospitals, 
administrator’s and national profes- 
sional organizations are represented 
in the decision-making process. This 
is the Office of Professional and Sci- 
entific Affairs, directed by Dr. Roger 
O. Egeberg, a former practicing phy- 
sician, who has served as HEW’s 
Assistant Secretary for Health and as 
dean of the University of Southern 
California’s School of Medicine. 

Helping to mesh the programmatic 
gears of HCFA with those of the 
states, local governments, and other 
Federal ageicies is the responsibility 
of the Office of Intergovernmental 
Affairs. Directing this office is Rich- 
ard W. Heim, former executive direc- 
tor of New Mexico’s Health and So- 
cial Services Department, who most 
recently served HCFA as director of 
its Medicaid Program. In addition to 
reviewing all HCFA policies, legisla- 
tive proposals, and penalties affecting 
Federal, state, and local agencies, the 
office acts as an ombudsman to ex- 
plain policy and procedures and to 
help solve problems. 

The Office of Health Regulation 
assesses the costs and effectiveness of 
selected health care regulations that 
affect hospitals, nursing homes and 
other institutions. An important part 
of this activity is determining if the 
incentives of these regulations tend to 
lower or raise the cost or quality of 
care. The office, which is funded and 
staffed jointly by the Public Health 
Service as a two-year task force, is 
directed by John Reiss. 

Improving services to Medicare 
and Medicaid beneficiaries is the sin- 
gle goal of the Office of Beneficiary 
Services. While all elements of the 
agency are of course concerned with 





Kevin J. Sexton (Center), director of the Office of Executive Operations, meets with John Reiss 
(left), director of the Office of Health Regulation, and George James, director of the Office of Equal 
Opportunity. 


improving services, this office was 
established to act as a catalyst for im- 
proving all aspects of services. The 
office is the agency’s primary contact 
point with groups representing bene- 
ficiaries. The office is directed by Bar- 
ney Sellers, former deputy director of 
the American Health Planning Asso- 
ciation and former director of 
HCFA’s Child Health Services. 

The Office of Equal Opportunity 
monitors the agency’s employment 
practices and develops affirmative ac- 
tion programs for hiring and promo- 
tion to conform with the Federal 
employment opportunity regulations. 
During the last fiscal year, the office 
helped increase the percentage of 
women in senior level jobs from 16.3 
percent to 18 percent. At the same 
time, the percentage of minority em- 
ployees as a whole at this level in- 
creased from 9.3 to 9.8. The office, 
working with HEW’s Office of Civil 
Rights, also promotes voluntary civil 
rights compliance by health care pro- 
viders who receive Medicare and 
Medicaid funds, including state Medi- 
caid agencies, hospitals, skilled nurs- 
ing homes, and intermediate care fa- 
cilities. The office is directed by 
George James. 

In addition to the staff offices in the 
immediate office of the Administra- 


tor, there are four major staff offices 
of the agency that cover broad areas 
of legislation, policy, and budget de- 
velopment, HCFA research and sta- 
tistical activities, and public affairs. 


Office of Executive Operations 


The orderly flow of information 
through the office of any chief execu- 
tive in a large organization is critical 
to the success of that organization. In 
HCFA, that role is held by the Office 
of Executive Operations, which man- 
ages that information flow and shep- 
herds the mechanics of the agency’s 
decision-making process. 

Kevin Sexton, director of the 
Office of Executive Operations, is a 
former special assistant to the HCFA 
Administrator. 

The office integrates previously 
separate responsibilities for resolving 
issues and developing regulations, 
tracking correspondence and assign- 
ments, coordinating field operations, 
and issuing formal instructions to the 
agency’s staff, contractors, states, and 
health care providers. 


“The goal of the office is to ensure 
the Administrator is provided with 
the information and analysis neces- 
sary to manage HCFA and that the 
agency operates in a manner consist- 
ent with its policies and meets its re- 











Directors of the agency’s four major staff offices are (from left) James Kaple, acting director of the 
Oftice of Research, Demonstrations and Statistics; Patricia Schoeni, director of the Office of Public 
Affairs; Jeffrey Merrill, director of the Office of Legislation and Policy; and Howard Phanstiel, 
director of the Office of Management and Budget. 


sponsibilities to outside constituen- 
cies,” Sexton told the Forum. The 
office consists of the agency’s Execu- 
tive Secretariat, the Office of Regula- 
tion Management, the Office of Field 
Operations, and the Office of Issu- 
ances. 

The Executive Secretariat ensures 
that issues presented to the Adminis- 
trator are fully developed and reflect 
all relevant viewpoints. It also moni- 
tors the agency’s progress in respond- 
ing to assignments from the Adminis- 
trator and the Secretary, as well as to 
outside inquiries. 

The Office of Regulation Manage- 
ment oversees the agency’s system of 
developing regulations. It manages 
the development of an agenda for 
issuing regulations and ensures that 
regulations are consistent with the 
overall agency goals and objectives. 
It ensures that all issues associated 
with regulation proposals are consid- 
ered in detail, guides proposals 
through the regulation process, and 
reports to the Administrator on 
HCFA’s progress in meeting its pro- 
duction schedules. 

The Office of Issuances coordinates 
the agency’s internal policies for dis- 
tribution to regional offices, states, 
fiscal agents, and providers, making 
sure the materials are prepared 
promptly and that they are consistent 
with agencv policies and instructions. 

The Office of Field Operations 
serves as an extension of the Admin- 


istrator in relaying administrative and 
program decisions to HCFA’s 10 re- 
gional offices. It ensures that infor- 
mation and viewpoints from the re- 
gional offices are available to the 
Administrator. It also provides the 
Administrator with information on 
regional office performance. 

The underlying assumption in com- 
bining these functions was the benefit 
to HCFA obtainable from a close 
working relationship among the staffs 
within the Office of Executive Opera- 
tions. For example, the quality of a 
specific regulation is improved by 
early involvement by both the bureaus 
and the regional offices. The close or- 
ganizational relationship between the 
Office of Regulations Management, 
the Executive Secretariat, and Office 
of Field Operations facilitates this in- 
volvement. 

This consolidation can also help 
meet the HCFA goal of “consistency 
in our dealings with those outside the 
agency for whom an understanding of 
our policies are critical to their oper- 
ation,” said the HCFA Administrator. 


Research, Demonstrations, Statistics 


A key office within HCFA, the 
Office of Research, Demonstrations, 
and Statistics, provides overall policy 
guidance to the agency, the depart- 
ment, and Congress on new initiatives 
in the Medicare and Medicaid pro- 
grams and the overall health care 
community. 


Recommendations are developed 
through two major activities: (1) the 
funding of research, demonstrations, 
and evaluation projects directed 
towards new methods of organizing, 
financing, and delivering health serv- 
ices; and (2) the analysis of Medicare 
and Medicaid program and national 
health care statistics. 

Major research and demonstration 
initiatives include: 

@ Containing hospital and overall 
health care costs, 

® Developing alternative and more 
cost-efficient 1°ethods of reimbursing 
providers and physicians under the 
Federal programs, 

@ Devising new and better ways of 
financing and delivering long-term- 
care services, 

® Developing new and improved 
data and information systems, 

® Restructuring the organization 
of health care delivery, 

@ Determining the utilization and 
costs of health care for Federal bene- 
ficiaries, 

®@ Determining the quality and im- 
pact of the Federal programs on 
beneficiaries. 


During Fiscal Year 1979, the office 
approved $32.5 million in research 
and demonstration grants and con- 
tracts. These projects were directed 
toward resolving a variety of issues in 
the financing and delivery of health 
care services under federal programs. 


In addition to supporting demon- 
stration and research projects, the 
office supports external evaluation 
studies that assess the utilization, cost, 
and administrative feasibility of the 
experimental approaches. The results 
of the research, evaluation, and dem- 
onstration projects are used to pro- 
vide recommendations for improve- 
ments in the Medicare and Medicaid 
programs. Project results have been 
incorporated in the following ways: 


@ Development of proposals for 
new legislation (Federal and state), 

@ Revision of Medicare and/or 
Medicaid regulations and operating 
procedures, 


@ Changes in state Medicaid plans, 

© Development ‘of technology and 
data to support new policy directions 
in health care financing. 

The data analyses and studies are 
disseminated nationwide through a 
series of publications including the 
quarterly Health Care Financing Re- 
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view, a quarterly summary of statis- 
tics entitled Health Care Financing 
Trends, and a series of other publica- 
tions containing descriptive statistics 
on Medicare and Medicaid programs. 

The Office of Research, Demon- 
strations, and Statistics serv-s as the 
primary Federal statistical office for 
the compilation of economic data on 
the health care sector. In this capac- 
ity, the office functions as the corol- 
lary to the Bureau of Labor Statistics 
for national health by compiling na- 
tional statistics on health care and 
monitoring national health care costs 
and expenditures for specific goods 
and services. 


Office of Public Affairs 


Sometime this winter a television 
viewer will sit back while television 
and film star Cliff Robertson delivers 
a brief message on the advisability of 
getting a second opinion when your 
physician suggests non-emergency 
surgery. The nationwide radio/televi- 
sion campaign is one of several activi- 
ties currently being developed by the 
Office of Public Affairs to inform the 
public of HCFA’s programs and ac- 
tivities and to encourage a two-way 
understanding between the agericy 
and the people it serves. 

A staff of some 15 writers, editors, 
and information specialists—many of 
them veterans of such organizations 
as The Associated Press, the Ameri- 
can Broadcasting Company, major 
newspapers, and several public rela- 
tions firms—conduct programs to in- 
form the public, assist the news 
media, and help other HCFA pro- 
grams publish information of interest 
to those involved in health care fi- 
nancing, health planning, and health 
care. 

In addition to the second opinion 
campaign, through which some six 
million publications have been dis- 
tributed and a toll-free telephone line 
provides information on how to ob- 
tain a second opinion, the Office of 
Public Affairs has recently prepared 
and distributed more than three mil- 
lion copies of “Guide to Health In- 
surance for People with Medicare,” 
containing information about shop- 
ping for private health insurance and 
explaining what Medicare pays and 
doesn’t pay. 

The publication was developed with 
the National Association of Insurance 
Commissioners. The Office of Public 





Discussing agency strategy are (from left) Richard Heim, director of the Office of Intergovernmental 
Affairs; Barney Sellers, director of the Office of Beneficiary Services; and Dr. Roger Egeberg, director 
of the Office of Professional and Scientific Affairs. 


Affairs frequently cooperates with 
non-Federal -organizations, both to 
provide them with information and to 
obtain their cooperation in meeting 
mutual objectives. The office arranges 
for HCFA executives to fill numerous 
speaking requests annually from na- 
tional consumer and professional or- 
ganizations, to help explain agency 
policy, and to learn the concerns of 
the organizations. 

Assistance is also provided in the 
agency’s process of developing regu- 
lations, so that comments from na- 
tional organizations and the general 
public can be considered before the 
regulations become final. 

Forum, the semi-monthly magazine 
of the Health Care Financing Admin- 
istration, is another vehicle through 
which the Office of Public Affairs 
provides information to persons and 
organizations concerned with health 
care financing, and the readership is 
invited to submit articles for publica- 
tion. 

Patricia Q. Schoeni, director of the 
Office of Public Affairs, has spent 
more than 15 years in health-related 
Federal information programs. She is 
a former magazine writer. 


Office of Legislation and Policy 


The Office of Legislation and Pol- 
icy, directed by Jeffrey Merrill, is con- 
cerned with the formulation of agency 
policy and the development of 
HCFA’s legislative program. The pri- 
mary responsibility of the office is to 
support the Office of the Administra- 
tor and other components of HCFA 


in the legislative and policy areas. 

The office identifies and analyzes 
issues influencing HCFA and HEW 
health care programs and evaluates 
how the objectives of these programs 
can best be supported legislatively. 
The office is also HCFA’s liaison with 
executive offices and congressional 
committees concerned with health 
care delivery programs. 

The recent HCFA reorganization 
consolidated the legislative planning, 
congressional relations, and policy 
analysis activities that were previ- 
ously divided among separate compo- 
nents. The consolidation is expected 
to ensure greater consistency and 
coordination of policy and to facili- 
tate development of the agency’s 
legislative program. 

Within the Office of Legislation 
and Policy, the Office of Legislation 
and Congressional Affairs provides 
leadership and direction in the devel- 
opment of HCFA’s legislative pro- 
grams. The Office of Policy Analysis 
performs policy studies for the Ad- 
ministrator and integrates the results 
into the legislative planning process. 

The Office of Legislation and Con- 
gressional Affairs develops or reviews 
legislative initiatives affecting health 
care financing programs, including 
Medicare, Medicaid, and the Profes- 
sional Standards Review Organiza- 
tion Program. It analyzes current and 
pending legislation and responds to 
congressional requests for informa- 
tion on HCFA programs. 

In addition to its analyses, the staff 
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Bureau of Program Policy 


The mission of the Bureau of Pro- 
gram Policy, according to its acting 
director, Robert D. O’Connor, is to 
enhance the access by all Americans 
to quality health care at a reasonable 
cost. “The reorganization of HCFA 
will enable us to be more responsive 
to the health needs of the American 
people and to make our knowledge 
more readily available to Congress 
and to the Administration, as our 
Government develops both cost con- 
tainment strategies and new programs 
aimed at new segments of our popu- 
lation.” 

The bureau is composed of ele- 
ments from the former Medicare and 
Medicaid Bureaus, plus the Office of 
Reimbursement Practices. However, 
in O’Connor’s view, the reorganiza- 
tion goes beyond a mere restructuring 
of HCFA. “It recognizes that the 
problems faced by the American peo- 
ple in the delivery and financing of 
health care cannot be effectively ad- 
dressed from the standpoint of any 
particular program.” Thus, the reor- 
ganization transforms HCFA from a 
group of agencies, each having a spe- 
cific mission, into a single entity that 
goes beyond just Medicare and Medi- 
caid. 

“With this viewpoint in mind, we 
have fashioned a functionally oriented 
bureau, with three major policy com- 
ponents—eligibility, coverage, and 
reimbursement. We have also cen- 
tralized the drafting of regulations, in 
an effort to promote greater efficiency 
and more consistent quality in the 
articulation of program policy. 
Eligibility policy 

The Office of Eligibility Policy de- 
fines the conditions under which per- 


sons are eligible to receive Medicare 
and Medicaid benefits. Within this 


by Dominic C. Jollie 


office are the Division of Medicare 
Eligibility Policy, the Division of 
Medicaid Eligibility Policy, the Divi- 
sion of Technical Policy and Litiga- 
tion, and the Hearings Staff. This is 
the only area in the Bureau where 
there is an explicit organizational dif- 
ferentiation between the Medicare 
and Medicaid programs. 

The Hearings Staff gives health 
care providers the opportunity to 
rebut administrative decisions related 
to fraud and abuse, the amount of 
reimbursement, and other program 
matters with which they are con- 
cerned. 

Spelling out the statutory condi- 
tions under which persons are eligi- 
ble for Medicare benefits is the re- 
sponsibility of the Division of Medi- 
care Eligibility. This division also 
addresses various aspects of a benefi- 
ciary’s deductibles and coinsurance, 
overpayments and underpayments to 
beneficiaries, claims for payment and 
disputed claims, and technical statu- 
tory exclusions from coverage. 

Similarly, the Division of Medicaid 
Eligibility seeks to clarify the condi- 
tions under which persons are eligible 
to have the cost of their health care 
reimbursed under Medicaid. The 
principal areas of concern here are fi- 
nancial eligibility requirements, bene- 
ficiary rights, eligibility of institution- 
alized persons, residence require- 
ments, eligibility of the “medically 
needy,” citizenship requirements, and 
related issues. 

In cooperation with HCFA’s Office 
of General Counsel, the Division of 
Technical Policy and Litigation de- 
velops and coordinates HCFA’s posi- 
tion on civil suits and bankruptcy 
proceedings, formulates recommenda- 
tions for appeals and compromise set- 
tlements, and represents the agency 


when health care providers and oth- 
ers appeal its rulings. 


Coverage policy 

Basic definitions of coverage are 
contained in the Medicare and Medi- 
caid laws, and additional explana- 
tions of the intent of Congress are 
contained in congressional committee 
reports. Nevertheless, it is necessary 
to define the covered services, and the 
circumstances under which they are 
covered, in greater detail. This is the 
responsibility of the Office of Cover- 
age Policy. 


This office interprets the law for 
Medicare contractors and Medicaid 
fiscal agents, so that they can make 
correct payments of claims and pro- 
vide clear explanations to benefi- 
ciaries. It is also responsible for de- 
veloping policy on when various 
forms of institutional care—hospi- 
tals, skilled nursing facilities, and in- 
termediate care facilities—can be 
paid for, the kinds of services covered 
in such areas as occupational therapy 
and speech therapy, and the types of 
medical practitioners whose services 
can be reimbursed. 

The services of physicians and 
other medical practitioners are sub- 
ject to many provisions of the Medi- 
care and Medicaid laws, including 
specifications regarding the extent to 
which their services are covered. For 
example, all services provided in a 
physician’s office are not automati- 
cally covered under Medicare. The 
Office of Coverage Policy must fully 
define statutory terms and inform 
Medicare carriers and others about 
the types of services for which pay- 
ment will be made. 

Many coverage questions arise 
about particular items and services, 
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such as medical procedures, supplies, 
or devices. For example, Medicare 
covers “durable medical equipment,” 
which includes such items as whecl- 
chairs, iron lungs, and oxygen equip- 
ment. Each year the program’s con- 
tractors are faced with claims for 
many new types of equipment, proce- 
dures and services which may or may 
not fit existing definitions. As a result, 
the office must decice if the new 
items fit the legal definition of cov- 
ered services. 

Medicare and Medicaid laws con- 
tain various provisions governing the 
coverage of such routine items as 
eyeglasses and prescription drugs. 
The coverage staff clarifies detailed 
policies so that intermediaries and fis- 
cal agents can determine which serv- 
-ices and items can be paid for and 
which claims must be denied. 


Reimbursement policy 


How much the Government pays, 
how much providers receive for serv- 
ices, and how much the beneficiaries 
must pay out of their own pockets are 
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questions dealt with by the Office of 
Reimbursement Policy. 

.Within the office, the Division of 
Institutional Services Reimbursement 
has the responsibility for formulating 
policy for the reimbursement of hos- 
pitals, skilled nursing facilities, and 
home health agencies. The division 
is also. responsible for developing 
guidelines for use in establishing the 
reasonableness of institutional pro- 
vider costs, policies for the account- 
ing and auditing of provider costs, 
and the cost reimbursement aspects 
of state medical assistance plans. 

Another component of the office 
is the Pharmaceutical Reimburse- 
ment Board, which sets limits on the 
amount HCFA will reimburse for 
drugs that are available from more 
than one source. These limits are 
established after the staff studies the 
drug market and determines the 
lowest price at which drugs are 
widely available. 

The Division of Alternative Reim- 
bursement Systems develops policies 
for reimbursing alternative methods 
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of health care delivery, such as Health 
Maintenance Organizations, Rural 
Health Clinics, and prepaid health 
plans. The division also is responsible 
for reimbursement policies for long- 
term-care facilities and inpatient hos- 
pital services for states not using the 
Medicare principle of reimbursement. 
~ The Division of Health Care Cost 
Containment addresses one of 
HCFA’s major health care goals— 
containing rising costs in hospitals, 
nursing homes, and home health 
agencies. Cost limits for routine hos- 
pital care have been in effect for five 
years. Each year the methodology for 
setting these limits is refined, based 
on newer data and more sophisticated 
analysis. Recently, cost limits were 
published for home health agencies 
and for skilled nursing facilities. 

The Division of Medical Services 
Reimbursement deals with payments 
for physician and dental services, 
prosthetic devices and medical equip- 
ment used at home, and for items 
such as laboratory tests, prescription 
drugs, eyeglasses, ambulance trans- 
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Robert O’Connor, Bureau of Program Policy, studies agency goals. 


portation—and even for such high- 
cost items as CT scans. 


Regulations and development 


Prior to HCFA’s reorganization, 
the responsibility for developing reg- 
ulations was dispersed throughout the 
agency. Now, most HCFA regula- 
tions will be written by a single staff 
of specialists in the Bureau of Pro- 
gram Policy, based on analysis and 
specifications proposed by other units 
in the bureau or by other components 
in HCFA. 

This functional division of respon- 
sibility allows the policy analysts to 
concentrate on reviewing current 
problems, evaluating alternative solu- 
tions, and developing supporting data 
and rationales. The regulations staff 
is skilled in the clear and comprehen- 
Sive presentation of policy solutions 
and remains up-to-date on the draft- 
ing conventions and the format and 
style favored by HEW and the Exec- 
utive Branch. Their goal is to make 
sure that regulations are understood 
by those affected by them and to 
make sure the agency has fully ex- 
plained our policy. 


Inquiries staff 
Another important task not to be 


Overlooked is the bureau’s extensive 


operation responding to thousands of 
inquiries. Because so many of the let- 
ters coming to HCFA from benefi- 
ciaries, providers, members of Con- 
gress and others ask about HCFA 
policies and how they affect specific 
situations, the bureau answers about 
half of all the inquiries received by 
HCFA. With this volume, providing 
clear, understandable, and accurate 
responses in a timely manner becomes 
a major focus of our activity. 


The bureau’s goals 


In order to promote its mission of 
enhancing access to quaity care at a 
reasonable cost, the bureau has estab- 
lished the following specific policy 
goals: 

@ Refine institutional reimburse- 
ment policies to eliminate costs that 
are not necessary for the efficient de- 
livery of needed health care. 

@ Implement more rigorous cost 
limit methodologies to eliminate ex- 
cessive costs while allowing flexibility 
for exceptional circumstances. 

® Clarify charge reimbursement 
policies for physicians and develop 
cost saving innovations for reimburs- 
ing medical services and supplies. 

@ Develop innovative reimburse- 
ment policies for special types of pro- 


viders, including prospective rate sys- 
tems, with incentives for more 
efficient delivery of health care. 


@ Provide coverage for the broad- 
est possible range of safe and effective 
items and services, subject to the 
“reasonable and necessary” test. 

®@ Clarify and simplify eligibility 
policies, in order to maximize benefi- 
ciary access to health care. 


@ Maximize state and Federal re- 
sources by preventing and deterring 
fraud, abuse, and waste in the admin- 
istration of the program. 

@ Clarify ambiguities in existing 
policies that have given rise to inac- 
curate decisions, administrative dis- 
putes and litigation. 


All of the bureau’s components 
work together to achieve these goals 
and all of their activities are evalu- 
ated against these goals. This is an 
ambitious undertaking. However, pos- 
sibly for the first time, there is a uni- 
fying thread running through HCFA 
programs and a set of clearly stated 
objectives against which our efforts 
can be measured. 





Dominic C. Jollie is acting chief of 
the Bureau of Program Policy’s In- 
quiries Staff. 
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Bureau of Support Services 


One of the major changes to take 
place in HCFA’s reorganization was 
the establishment of the Bureau of 
Support Services. The largest and 
most diversified operating component 
of the agency, this bureau consoli- 
dates centrally performed claims 
processing and other computer opera- 
tions which were previously carried 
out for Medicare by the Social Secu- 
rity. Administration and various 
HCFA components. 

The bureau also provides cen- 
tralized automated data processing 
and telecommunications, computer- 
izes and stores health care program 
records, and reimburses physicians, 
institutions, and other health care 
providers that choose to receive Medi- 
care payments directly from the Gov- 
ernment. It is this bureau that issues 
Medicare cards to the programs’ 31.5 
million beneficiaries and maintains 
their accounts. 

By integrating the various data 
processing systems into a single health 
care information system, HCFA can 
better serve the health care commu- 
nity with speedier accessibility to a 
higher quality of information. 

According to Ralph Howard, bu- 
reau director, “One of the biggest 
challenges for the Bureau of Support 
Services will be to spearhead the 
structuring and integration of health 
care information systems and to de- 
velop a health care data base.” In the 
event national health care legislation 
is enacted, this endeavor could serve 
as the cornerstone for the work which 
will be necessary. 

To understand bureau activities in 
greater detail, it is necessary to exam- 
ine the functions of its offices and 
staffls—the Office of Direct Reim- 
bursement, Office of Health Program 
Systems, Office of Administrative 
Systems, Office of Computer Opera- 
tions, and Systems Policy and Plan- 
ning Staff. There is also a Manage- 
ment Staff which provides adminis- 
trative management support for the 
bureau. 


by Kathy Adams 


Direct reimbursement 


During Fiscal Year 1979, health 
care providers submitted more than 
2.4 million claims to HCFA for re- 
imbursement. This resulted in pay- 
ments of over $500 million. 


The Office of Direct Reimburse- 
ment serves as the fiscal intermediary 
for health care professionals and in- 
stitutions that elect to receive Medi- 
care payment directly from the Fed- 
eral Government. It reimburses over 
1,300 hospitals, skilled nursing fa- 
cilities, home health agencies, reha- 
bilitation agencies, and comprehen- 
sive health centers. It also processes 
claims from Medicare beneficiaries 
living outside the continental United 
States and performs some carrier 
functions. In fact, the office serves 
health care providers (including Fed- 
eral hospitals) in all states, Puerto 
Rico, and the District of Columbia. 

Because of this large claims volume 
and mix of providers, the Office of 
Direct Reimbursement employs a 
highly automated bill processing sys- 
tem. Efforts are underway to improve 
claims processing efficiency through 
various methods of “paperless bill- 
ing,” including submission of bills on 
magnetic tape or via telecommunica- 
tions. Most of the work in this area 
has been performed in conjunction 
with state health systems and with 
large chain organizations interested in 
paperless processing. Some advan- 
tages of paperless billing systems in- 
clude: 


@ Greater productivity, 

®@ Increased control, 

@ Reduced mailing costs, 

@ Faster payment to providers, and 
@ Reduced administrative costs. 


In some ways, the Office of Direct 
Reimbursement is a laboratory for 
new methods of claims processing. 
Advancements in automated claims 
processing permit the HCFA system 
to serve as a model for interested in- 
termediaries. 


The office also is involved in ex- 
periments with innovative health care 
delivery programs. Determining the 
cost and effectiveness of these experi- 
mental alternatives is important and 
may prove to be significant in struc- 
turing a national health insurance 
program. 


Health program systems 


The Office of Health Program Sys- 
tems operates a data processing sys- 
tem that facilitates paying Medicare 
bills and, as a by-product, collects 
data to form a massive data base. 
Currently, the system focuses on: 

@ Updating the status of Medicare 
beneficiaries so that their eligibility 
for services is known at all times; 

® Collecting supplementary medi- 
cal insurance premiums; 


@ Updating records on providers 
certified to participate in the Medi- 
care and Medicaid programs; 


®@ Maintaining member rolls of 
HMO’s and group practice pre-pay- 
ment plans; and 

@ Maintaining a running account 
of payments to providers. 

The office maintains computerized 
records on 31,500,000 active benefi- 
ciaries and 13,500,000 inactive bene- 
ficiaries. Each record contains the 
history of benefits received and docu- 
mentation of eligibility. This system 
is designed so that data can be con- 
tinually exchanged between the cen- 
tral data bank in Baltimore and the 
nationwide network of Medicare con- 
tractors, local Social Security offices, 
state agencies, and the Railroad Re- 
tirement Board. 


Each year, the system processes 
more than 100 million eligibility 
queries and 36 million entitlement 
transactions. It also receives, edits, 
and stores information contained in 
168 million bills and payment records 
annually. 


The system is used to issue Medi- 
care cards to beneficiaries, to provide 
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them with an up-to-date account of 
the benefits they have received, and 
to transmit records of payments to 
hospitals, skilled nursing facilities, 
home health agencies, and other fa- 
cilities. 

Under HCFA’s reorganization, all 
functions_and staff that support this 
system have a single manager. The 
consolidation is expected to yield 
quicker resolution of problems, a 
greater degree of accuracy, and in- 
creased speed in data exchange with 
intermediaries, the health care com- 
munity, and beneficiaries. 

A new unit has been established 
within the office to develop and im- 
plement mechanisms to ensure qual- 
ity control and timeliness of opera- 
tions. While data has been carefully 
edited before being introduced into 
the system in the past, these efforts 
are being intensified through a more 
consolidated approach to validation 
activities. 

The Office of Health Program Sys- 
tems provides systems support to 
other HCFA and HEW components 
that develop, conduct, or evaluate 
health care research and demonstra- 
tion projects. Such research often in- 
volves studying the effects of increas- 
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ing benefits or of removing barriers 
to health care. For example, to ac- 
commodate a recent demonstration 
project, the master file of providers 
was modified to accept Medicare bills 
from skilled nursing facilities when 
admissions were not preceded by the 
three-day hospital stay now required. 

An immediate objective of the 
office is to eliminate, where feasible, 
all manual processes to reduce man- 
power, paperwork, and human error 
in day-to-day processing. Other major 
projects underway include increased 
use of electronic transmission of pay- 
ment data from Medicare carriers to 
the central system, improved speed in 
issuing Medicare cards, and increased 
security measures to ensure the con- 
fidentiality of all data. 


Administrative systems 


Before HCFA’s reorganization, the 
responsibility for health care and ad- 
ministrative information systems was 
divided among various agency offices. 
Consolidation of this responsibility 
into a single Office of Administrative 
Systems is expected to improve the 
quality and timeliness of health care 
data; thus, the information needs of 
HCFA, the health care community, 


Office 
of Computer 
Operations 


Divison 
of Equipment 
Utilization 
and Control 


the Congress, and the public will be 
better served. 

The office designs and maintains 
health care and administrative infor- 
mation systems, advises HCFA com- 
ponents on automated office equip- 
ment, and handles all correspondence 
relating to records maintained on 
services to beneficiaries. 

Consolidation presents the oppor- 
tunity to use information systems as 
effective management tools in admin- 
istering and evaluating HCFA’s health 
care programs. One major project this 
office will undertake, in conjunction 
with the Bureau of Quality Control, 
is the design and implementation of a 
series of monitoring systems to detect 
potential cases of fraud and abuse. 

Several improvements in data col- 
lection and distribution techniques are 
underway. One example is the Medi- 
cal Information System for terminal 
kidney disease. This system compiles 
medical information on kidney pa- 
tients which is useful to networks of 
facilities that treat kidney disease, to 
physicians, and to HCFA compo- 
nents. Aimed at providing informa- 
tion on basic patterns of care, this 
system will serve as a basis for other 
medical information systems which 








would be developed, should legisla- 
tion be enacted to expand catastrophic 
health care coverage. 

In addition to medical information, 
the system routinely provides a broad 
range of information to HCFA policy 
makers and operating personnel. One 
area in which information is of great 
assistance to policy makers is pro- 
vider costs. Provider cost reports cur- 
rently are being sampled to determine 
the cost limits that should be applied 
under HEW cost containment initia- 
tives. Information systems will also be 
developed to make the agency more 
responsive to the public by simplify- 
ing regulation processes and corre- 
spondence control systems. 


The use of automated office equip- 
ment, such as word processors, to 
maximize efficiency, improve quality, 
and speed communications with in- 
termediaries, providers, and the pub- 
lic is being assessed. Preliminary find- 
ings are that numerous areas in the 
agency could benefit from such equip- 
ment, including correspondence reply 
units and those involved in the issu- 
ance of policy, regulations, and man- 
uals. 
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Ralph Howard, director of the Bureau of Support Services, checks computer, 


Computer operations 


The Office of Computer Operations 
is responsible for managing the agen- 
cy’s computer operations. Currently 
HCFA has limited equipment of its 
own and depends on other HEW com- 
puter centers for most of its major 
data processing requirements. The 
immediate goals of this office are to 
determine HCFA’s total computer 
needs and to establish its own com- 
puter center. 

A primary advantage of a HCFA 
computer center would be that the 
agency could set its own data process- 
ing priorities, thus ensuring prompt 
processing of critical data. A HCFA 
computer center also would provide 
greater latitude to experiment with 
quality control methods (for increased 
accuracy of automated systems) and 
the opportunity to expand the use of 
automated processing and integrate 
all automated processing within the 
health care financing program. Sys- 
tems can be designed to enable HCFA 
to respond more quickly and more 
completely to legislative initiatives 
and be flexible enough to adapt to 
changing program needs. 





Policy and planning 


In accordance with Federal regula- 
tions, the Systems Policy and Plan- 
ning Staff develops HCFA policies 
and standards for all aspects of inter- 
nal data processing and telecommuni- 
cations activities and ensures that 
HCFA systems are professionally de- 
veloped and adequately documented. 


This staff is developing long-range 
strategic plans and short-range tacti- 
cal plans for the agency’s automated 
data and information systems. All bu- 
reau and office needs throughout 
HCFA are being combined into a 
comprehensive plan that defines the 
agency’s overall systems requirements 
through the mid-1980s. Plans are 
being made also to develop a systems 
capability which will give regional 
offices immediate access to a range of 
information to more effectively assess 
performance of states, intermediaries, 
and carriers in the administration of 
the Medicare and Medicaid programs. 





Kathy Adams is a management 
analyst in the bureau’s Office of Ad- 
ministrative Systems. 
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Bureau of Program Operations 


The Bureau of Program Operations 
is the HCFA component that provides 
national policy, direction, and over- 
sight to the operations of the Medi- 
care and Medicaid programs. These 
operations are handled for Medicaid 
on a shared responsibility basis with 
state agencies and for Medicare for 
most functions under contractual ar- 
rangements with private agencies. For 
that reason, the scope of the bureau’s 
activities extends to the 10 HCFA re- 
gional offices, 119 Medicare contrac- 
tors and 53 state agencies, employing 
atotal of about 65,000 persons. 


The bureau’s activities also directly 
affect providers of services and the 45 
million beneficiaries of these pro- 
grams as it determines the forms and 
processes to be used for claiming re- 
imbursement for health services. With 
the integration of Medicare and Med- 
icaid operations under a single bu- 
reau, priority will be given to elimi- 
nating duplicate demands on provid- 
ers and to improving services for 
beneficiaries, particularly the four 
million covered by both programs. 


From a national perspective, the 
Bureau of Program Operations: 


@ Manages the contractual frame- 
work for Medicare operations and the 
administration of state plans for Med- 
icaid, 

@ Ensures that contractors and 
state agencies have effective systems 
for doing their work, 


@ Establishes performance stand- 
ards for the states and contractors, 


@ Assures that performance stand- 
ards are met, and 


® Assists in correcting problems. 

The Bureau of Program Operations 
is composed of four offices—the Of- 
fice of Program Administration, the 
Office of Standards and Performance 
Evaluation, the Office of Methods 


| aud Systems, and the Medicaid/ 


Medicare Management Institute. 
Program administration 
_ Medicare intermediaries and car- 
> tiers are private or public organiza- 
‘tions which, on behalf of the Govern- 
nt, provide direct service tc health 


by Martin Dyer 

care providers and program benefi- 
ciaries. The Office of Program Ad- 
ministration develops and negotiates 
contracts with these organizations for 
their services and approves or disap- 
proves program operation plans sub- 
mitted by the state Medicaid agencies. 
Since public funds are used by both 
contractors and state agencies to pro- 
vide services to beneficiaries, vigilant 
budget and funding control is neces- 
sary. That control is exercised by the 
Office of Program Administration. 


Although a national program, Med- 
icaid is administered by the individ- 
ual states. HCFA-approved state 
Medicaid programs are funded in part 
by the Federal Government and in 
part by the state and local govern- 
ments. Thus, there is less direct con- 
trol exercised by HCFA over Medi- 
caid program operation than over 
Medicare which is 100 percent fed- 
erally funded. 


Also part of the bureau is a special 
staff, the Group Health Plans Opera- 
tions Staff. It is concerned with 
Health Maintenance Organizations 
and Group Practice Prepayment 
Plans. 


The Office of Program Administra- 
tion compiles information about 
Medicaid state plans and contracts 
between state agencies and fiscal 
agents, and monitors reports on com- 
pliance with those plans. To a large 
extent, correction of program defi- 
ciencies depends upon the good will 
and the interest of the state in pro- 
viding Medicaid benefits economically 
and efficiently. Compliance issues are 
generally resolved between the states 
and the regional offices; the Office of 
Program Administration assists in 
those negotiations and further actions. 


In carrying out its function, the 
Office of Program Administration 
analyzes the program operations of 
both the Medicare and Medicaid pro- 
grams and assesses the real and po- 
tential impact of new regulations, 
policies, and procedures. It also de- 
termines the potential benefit of new 
contract or incentive approaches for 
more effective performance by con- 
tractors. 


Evaluation 


How fast should claims be proc- 
essed, what error rate is acceptable, 
and what cost is reasonable for proc- 
essing a claim? How well do contrac- 
tors and state agencies meet estab- 
lished standards, and what should be 
done when they fail to do so? These 
and similar questions are addressed 
by the bureau’s Office of Standards 
and Performance Evaluation. This 
office sets performance standards for 
contractors and state agencies and 
evaluates their work to assure stand- 
ards are met. 

To evaluate those who serve Medi- 
care and Medicaid beneficiaries, re- 
gional offices conduct inspections, 
make regional assessments, and de- 
cide on and monitor corrective ac- 
tions. Through regional reports and 
recommendations, the Office of Stand- 
ards and Performance Evaluation has 
the data necessary to carry out its ac- 
tivities. 


Methods and systems 


The Office of Methods and Systems 
addresses the “how” issues of Medi- 
care and Medicaid program opera- 
tions. How does one enroll in the 
programs? How do health caré pro- 
viders get reimbursed? The office con- 
stantly seeks new and innovative ways 
to answer these questions and those 
which face contractors and state agen- 
cies in handling their enormous claims 
processing workloads. 

In addition to establishing claims 
payment requirements, the Office of 
Methods and Systems sets criteria for 
contractors and state agencies in se- 
lecting a claims processing system, in 
subcontracting for claims processing 
services, for evaluating proposed sys- 
tems, and for claims processing sub- 
contracts. 


Management institute 

Improved program management is 
the basic objective of the Medicaid/ 
Medicare Management Institute. The 
institute sponsors workshops and 
training programs for Medicare con- 
tractors and state Medicaid staffs, and 
conducts program training for staff of 
the Health Care Financing Adminis- 
tration. 





Group Health 
Plans Operations 


Medicaid/Medicare 
Management Institute 


Bureau of Program 
Operations 


Standards and 
Performance 
Evaluation 


Improvements 
Management 


Corrective Action 
Projects 


¢ Budgets ; 


Financial 
Operations 


The institute identifies high-priority 
management problems and serves as 
a catalyst and coordinator for correc- 
tive action initiatives. It provides ad- 
vice and technical assistance to help 
states and contractors implement 
management improvements. Through 
the institute’s clearinghouse and pub- 
lications, information on program 
management techniques is dissemi- 
nated to a wide audience. Two key 
publications are Perspectives, a peri- 
odic compilation of articles on pro- 
gram management, and the Medicaid/ 
Medicare Exchange, which provides 
up-to-date notes on management de- 
velopments among HCFA, the states, 
and contractors. 


Staff offices 


In addition to its four principal 
components, the Bureau of Program 
Operations has an executive office 
and a unit known as the Health Main- 
tenance Organizations/Group Prac- 
tice Prepayment Plans Staff. Both re- 
port directly to the bureau director. 


The executive office handles the 
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bureau’s budget, personnel, and other 
adininistrative details. It also coordi- 
nates and monitors the bureau’s fraud, 
abuse, and waste initiatives, the major 
initiatives tracking system, and work 
planning activities. 

The Health Maintenance Organiza- 
tions/Group Practice Prepayment 
Plans Staff works with other units of 
HCFA and HEW in planning and 
conducting a program to contract 
with HMOs and GPPPs to pay for 
services those organizations provide 
to Medicare beneficiaries. This unit 
also works with state agencies to pro- 
mote state contracts with HMOs. 


Integration initiatives 


The HCFA reorganization sought 
to bring about a greater integration 
of the administrative processes of the 
Medicare and Medicaid programs. 
Although differences in the legal 
structure of the two programs pre- 
clude their total integration, similari- 
ties in the programs provide opportu- 
nities for achieving administrative 
economies and efficiencies. 

Of considerable influence on the 
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decision to consolidate Medicare and 
Medicaid was the prospect of a na- 
tional health insurance program. With 
this integration accomplished, a major 
portion of developing and testing ad- 
ministrative mechanisms would al- 
ready be accomplished should a na- 
tional health insurance program be 
enacted. 

Less than a year after HCFA’s 
establishment in 1977, a task force on 
integration was formed to begin that 
job. When the agency reorganization 
was announced in March, 1979, sub- 
stantial progress already had been 
achieved in some 20 integration proj- 
ects. 

Two integration projects of the bu- 
reau—a single claims form and a sin- 
gle audit—illustrate the benefits which 
the agency expects to derive from ad- 
ministrative consolidations. A single 
audit of hospitals, and eventually 
other institutions, will substantially 
lessen the time and money hospitals 
and other institutions now must de- 
vote in both preparing for the audits 
and in participating in them. Single 
audits are expected to eliminate the 











PSs oS oS 










and 


na- 
ith 
jor 
ad- 

al- 
na- 


A’s 


hat 
ion 



















Mildred Tyssowski, director of the Bureau of Program Operations, meets with bureau executives. 


different, and sometimes inconsistent, 
interpretations auditors have reached 
using the same data. 

Similar economies are expected to 
result from the use of a single claims 
form for Medicare and Medicaid. In 
addition, the use of a single Govern- 
ment form would likely have the 
added benefit of inducing health in- 
surance organizations to adopt it for 
their use. A universal claims form for 
all health insurance claims would 
serve the best interests of all parties 
—patients, physicians, institutions, 
suppliers, and paying organizations. 

The recent administrative consoli- 
dation is expected also to enhance the 
combined review of Medicaid and 
Medicare activities in states where the 
same fiscal agent serves both pro- 
grams. The review of fiscal agents and 
contractors, who handle the bill pay- 
ment processes, cover essentially the 
same areas—claims processing and 
payment, fiscal management and cov- 
erage, and utilization safeguards. Re- 
view of both programs by a single 
team would lessen the duplication 
which now occurs and would substan- 
tially reduce expenditures for prepar- 
ing and participating in the reviews. 

Although some states now use com- 
mon fiscal agents for Medicare and 
Medicaid, their claims processing ac- 
tivities are often entirely separate. 
Increasing the number of common fis- 
Fal agents appears to be a reasonable 





short-term goal, and a totally inte- 
grated Medicare-Medicaid claims 
processing system appears to be de- 
sirable in the long run. 


Because Medicare and Medicaid 
use private fiscal agents with whom 
the Federal Government or the states 
contract, the contracts themselves 
could be the vehicles for economies 
in administration. While many state 
Medicaid agencies have contracts 
with their fiscal agents for fixed rates 
of reimbursement, Medicare contrac- 
tors are reimbursed for the costs of 
their operations, rather than at a fixed 
rate. This reimbursement method pro- 
vides little incentive for a contractor 
to reduce costs or for introducing effi- 
ciencies that would eliminate waste 
and improve management. 


Medicare has begun experimenting 
with competitive selection of contrac- 
tors who would be paid a fixed price 
or would offer services at a fixed-rate. 
Under fixed-price contracts, interme- 
diaries and carriers are reimbursed 
for performance—they get a net 
amount for doing the job.. As a result, 
they are under greater internal man- 
agement pressure to achieve greater 
efficiency and economy. 


The first fixed-price contracts were 
negotiated with carriers handling pay- 
ments to physicians. In Maine, this 
type of contract is expected to pro- 
duce a savings of $1.1 million over 


its three-year term. A fixed-price con- 
tract in Illinois is expected to save 
$37.4 million during its four-year 
term, and one in the upstate New 
York area has a projected savings of 
almost $17 mililon for a three-year 


‘term. 


Preliminary findings of these ex- 
periments indicate that a competitive 
fixed-price contract improves a con- 
tractor’s performance and reduces the 
costs of operations. HCFA is now be- 
ginning to expand those experimental 
contracts to intermediaries who han- 
dle reimbursement for hospitals and 
other institutions, and the agency ex- 
pects soon to begin solicitations for a 
combined carrier-intermediary fixed- 
price contract. 

Both Medicare and Medicaid exist 
to serve people, and the ultimate 
measure of these programs is how 
well they serve. Consolidating opera- 
tions can improve significantly the 
quality of service to beneficiaries cf 
both programs. As employees of the 
new Bureau of Program Operations 
begin working closely, new opportu- 
nities for meshing the operations of 
Medicare and Medicaid are expected 
to occur, resulting in more efficiency 
and economy and, as a consequence, 
better service to the beneficiaries. 





Martin Dyer has been director of 
the Bureau of Program Operation’s 
Executive Secretariat. 
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: Bureau of Quality Control 


The Bureau of Quality Control 
works to eliminate errors, abuse, and 


' waste in paying some $40 billion 


worth of health care bills annually 
for the nation’s elderly, poor, and dis- 
abled. 


“Although the methods the bureau 
uses to accomplish its mission can be 
sophisticated and complex at times, 
our basic mission can be stated sim- 
ply,” says Acting Bureau Director, 
John D. Kennedy. “It is to test the 
administration of HCFA programs to 
determine that payments are made 
only on behalf of eligible beneficiaries 
in the correct amounts for the serv- 
ices covered—but only for those serv- 
ices actually rendered and medically 
required.” 


To do this, the bureau develops 
and operates quality control and vali- 
dation programs in concert with fiscal 
agents, state agencies, and regional 
offices. 


Quality control most often is asso- 
ciated with manufacturing products, 
but its concepts and theories can be 
readily applied to procedures and sys- 
tems such as claims processing, cost 
report settlement, and validation of 
beneficiary eligibility. 


Bertrand Hanson’s classic work, 
Quality Control: Theory and Appli- 
cations, discusses quality as being im- 
portant in three broad areas: 


1. “Quality of design... of a 
product is concerned with the strin- 
gency of the specifications for the 
manufacture of the product... . 


2. “Quality of conformance to de- 
sign . . . is concerned with how well 
the manufactured product conforms to 
the original design requirements. . . . 


3. “Quality of performance . . . is 
dependent upon both the quality of 


) design and the quality of conform- 
ance. It can be the best design possi- 








by Bill Roskey 





ble, but poor conformance control 
can cause poor performance. Con- 
versely, the best conformance control 
in the world cannot make a product 
function properly if the design is not 
right. Thus, a continuing feedback 
system is necessary for providing 
quality information to act as a basis 
for decision-making regarding the 
optimizing of a quality product.” 


If the words “HCFA programs” 
are substituted for the word “prod- 
uct” in the above quotation, the bu- 
reau’s job and how it fits into the 
overall HCFA responsibility can be 
readily understood. 


The Bureau of Quality Control is 
composed of five major elements— 
the Office of Quality Control Pro- 
grams, the Office of Program Valida- 
tion, the Office of Financial Analysis, 
and the Office of Systems Analysis. 


Quality control programs 

By sampling claims, bills, cases, 
cost reports, and survey reports, the 
Office of Quality Control Programs 
determines the effectiveness of qual- 
ity control programs operated by car- 
riers, intermediaries, and state agen- 
cies. It evaluates the results of quality 
control reviews and, where authorized 
by statute, makes recommendations 
for financial penalties or disallow- 
ances. Regional office personnel re- 
view samples and are largely respon- 
sible for direct interaction with con- 
tractors and state agencies. The 
regional offices forward their results 
to the Office of Quality Control Pro- 
grams for analysis and for consolida- 
tion with reviews from all contractors 
and states. 

Quality control programs currently 
are in operation for Medicaid cover- 
ing eligibility, claims processing, 
thira-party liability, and utilization of 
inpatient services. Quality control 


programs currently are operating in 
Medicare to evaluate the cost reports 
of hospitals and other institutions and 
to review claims from physicians and 
other health care professionals. The 
Office also designs new quality control 
programs, sampling techniques, and 
survey instruments to improve or re- 
place those now in use. Among the 
most important objectives of the office 
is incorporating the best techniques 
learned from the current programs 
into comprehensive methods of ad- 
dressing all HCFA programs. 

Evaluating bills (i.e., cost reports) 
from hospitals, nursing homes, and 
other institutions is somewhat more 
complicated than assessing bills (i.e., 
claims) from physicians. This is be- 
cause physicians are paid a reason- 
able charge or a flat fee, while insti- 
tutions are paid according to their 
cost of supplying services. Some hos- 
pitals allocate certain costs to their 
cost centers that Medicare or Medi- 
caid do not cover. Some hospital 
services are used extensively by Medi- 
care and Medicaid patients while oth- 
ers are little used. 


HCFA investigations have shown 
that some hospitals have allocated 
disproportionally high overhead costs 
to the services used by Medicare and 
Medicaid patients, while lowering the 
overhead costs of services they do not 
use. In other cases, hospitals uninten- 
tionally may bill for treatment not 
covered, make an error in calculation, 
or fail to deduct their income from 
private patients before determining 
their final costs. 

The analysis of how successful a 
contractor is in discovering billing 
irregularities and resolving them be- 
gins in the agency’s 10 regional offices 
with a review of the payment prac- 
tices of the contractors—fiscal inter- 
mediaries, carriers, related organiza- 
tions—and state agencies. Regional 
cffices continually monitor the con- 
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tractors’ procedures by examining bursed than might be reasonable or sible for taking action on complaints Me 
samples of claims they reject and sam- prudent. Onsite reviews typically will about health providers received from is f 
ples that they approve for payment. be performed at state, Medicare con- _ beneficiaries or other sources. Re- tra 
If the contractor is found deficient, he tractor, or individual health provider views often are conducted with Medi- pos 
is counseled on how the deficiency locations, to determine under what care contractors or states, to deter- pre 
might be corrected and is required to conditions the payments are being mine if the complaint is valid. abt 
report within a specified time what made. Where findings resulting from If facts are discovered which indi- als 
action is being taken to remedy the these reviews are significant, recom- cate an attempt to defraud, referral is tra 
problem. mendations for policy or operational made to HEW’s Office of Investiga- acl 
changes are made. “This review is a _ tions, so that a criminal investigation of 
Program validation form of internal audit,” says Nichol- can be conducted. During the first 
The Office of Program Validation son. “In conducting these reviews, we _ three quarters of 1979, some 216 re- gre 
conducts onsite reviews for one or a are trying to discover our own prob- ferrals for criminal investigations of 
combination of three reasons: (1) to lems or deficiencies, so we can take have been made to the Office of In- cas 
determine if payments to individual the necessary action to clear them vestigations. in\ 
providers may be indicative of poten- up.” When a case is successfully prose- sys 
tial fraud or abuse, (2) to systemati- There are two other forms of pro- cited, the health care provider is sus- aa 
cally examine the effect of selected gram validation reviews which are pended from the program. The length ap 
HCFA reimbursement policies and called “aberrant cost studies” and of the suspension varies depending on 
procedures, and (3) evaluate the “systematic fraud and abuse reviews.” the nature of the offense. Providers Fi 
effectiveness of state Medicaid agency In conducting these reviews, program who have not been convicted of 
and Medicare contractor processes validation is attempting to discover fraud, but who have engaged in prac- the 
for identifying and controlling fraud and document reimbursement prob- tices which can be considered grossly Me 
or abuse. “The centerpiece of our ac- lems with specific health care provid- abusive, also are expelled from the de 
tivity, as our name implies, is the con- ers. The aberrant cost studies repre- program. These latter actions rely At 
duct of validation reviews with staff sent reviews performed on health greatly on recommendations received 
or the central and regional offices,” providers reimbursed on a cost basis, from Professional Standards Review co 
says Don Nicholson, director of the while the systematic fraud and abuse Organizations. So far, the Office of 7, 
office. “These reviews take different reviews are conducted on providers Program Validation has taken sus- fac 
forms depending on what we are reimbursed on a charge or fee-related pension or termination action on 90 ag 
looking for.” basis. Where a problem is noted, an health care providers. vi 
One form of review, the “program overpayment is calculated, or. other With limited resources, program ba 
implementation review,” is conducted sanction or punitive action is taken. validation staffs in the central and re- an 
by selecting an area where there is an Although conducting validation re- gional offices must depend heavily on ne 
indication that more Medicare or views constitutes the major portion of states and contractors to contribute pr 
20 Medicaid dollars are being reim- this office’s responsibility, it is respon- to the total effort. This contribution _ th 
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is measured primarily through con- 
ducting validation reviews, and also 
by participating with other HCFA 
components in performing onsite in- 
spection of contractors and state 
Medicaid agencies. Primary interest 
is focused on how the states and con- 
tractors are using prepayment and 
postpayment review systems to detect 
provider situations where fraud or 
abuse may exist. Workload reports 
also are collected from states and con- 
tractors which provide feedback from 
across the country regarding the level 
of effort. 


The success of the Office of Pro- 
gram Validation is measured in terms 
of dollars identified for recovery, 
cases identified for referral for fraud 
investigation, and the identification of 
systemic policy or operational weak- 
nesses that may be contributing to in- 
appropriate expenditures. 


Financial analysis 

Where and how well HCFA spends 
the more than $40 billion a year in 
Medicare and Medicaid payments is 
determined by the Office of Financial 
Analysis. 

The office maintains a schedule of 
costs and a statistical data base on 
7,000 hospitals, 4,000 skilled nursing 
facilities, and 2,000 home health 
agencies. The costs of individual pro- 
viders are compared with this data 
base to help determine if further ex- 
amination of their cost reports is 
necessary. Cost reports from these 
providers are reviewed to identify 


m those facilities which have (1) ex- 











John Kennedy, acting director of the Bureau of Quality Control, explains bureau goals. 





pense increases which exceed the 
President’s inflation guidelines, (2) 
questionable practices in billing for 
reimbursement, or (3) costs that de- 
viate from the norm. 

The office generates summaries of 
data for Medicare contractors to use 
im comparing provider costs and for 
HCFA regional offices to use in eval- 
uating contractors’ payment proc- 
esses. In addition, the office analyzes 
trends in costs and charges for serv- 
ices by geographic location, type of 
payer, or type of service, in order to 
identify deviations from norms. Stud- 
ies are conducted on whether data 
reported to HCFA by providers are 
consistent with the data they report 
to other regulatory bodies such as the 
Internal Revenue Service and the Se- 
curities and Exchange Commissicn. 
One major initiative will be to extend 
these activities with Medicare provid- 
ers to examine Medicaid costs and to 
combine data from all HCFA pro- 
grams. 

The office staff consists of econo- 
mists, statisticians, accountants, and 
program analysts. They report on in- 
flationary and deflationary trends in 
health care financing, trends of costs 
in the Medicare and Medicaid pro- 
grams, differences in Medicare and 
Medicaid reimbursement, and differ- 
ences in costs of delivering the same 
services through different methods. 
These analyses are expected to be 
major springboards of program im- 
provement, by providing information 
on the effectiveness of the agency’s 
standards. 


Systems analysis 


The expertise in using systems to 
discover patterns of practice that de- 
viate from the norm and improper 
payments is in the Office of Systems 
Analysis. Computers are used to ex- 
amine the data bases of Medicare and 
Medicaid contractors, which collec- 
tively contain more than 200 million 
transactions per year. 

The office identifies providers and 
beneficiaries who have a high prob- 
ability of eligibility errors, duplicate 
payments, third-party-liability errors, 
and other abuses. In addition, the 
office audits the computerized claims 


processing systems of the contractors’ 


to assure their fiscal integrity. 

The Bureau of Quality Control 
addresses the integrity of HCFA pay- 
ment systems as an integrated whole 
and uses new as well as established 
multi-discipline mechanisms and tech- 
niques. 

Acting Bureau Director Kennedy 
summed up the importance of the bu- 
reau’s efforts in a recent statement to 
his staff: “With the amount of dollars 
involved, our mission is at once a 
most ambitious undertaking and a 
limitless opportunity. If we are to im- 
prove the quality and integrity of 
HCFA services and payment proc- 
esses, it will require our best efforts 
and the cooperation of all HCFA 
components, our fiscal agents, and 
the states.” 





Bill Roskey is a program analyst in 
the Bureau of Quality Control’s Office 
of Systems Analysis. 
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Health 
Standards 
and 
Quality 
Bureau 


by Veronica Oestreicher 


A HCFA priority for Fiscal Year 
1980 is to provide greater assurance 
that Medicare and Medicaid benefi- 
ciaries receive the most appropriate 
and highest quality health care serv- 
ices available. Another is to ensure 
that the delivery of these quality 
health care services is cost effective. 
Responsible for making these priori- 


' ties realities is the Health Standards 


and Quality Bureau. 


The bureau requires not only that 
facilities providing care to Medicare 
and Medicaid beneficiaries are struc- 
turally safe, provide for a sanitary en- 
vironment, are well staffed, and have 
needed services available; but also 
that the actual care provided to the 
beneficiaries is of high quality. In 
addition the bureau is responsible for 
ensuring that medical services are 
Necessary and are provided in the 
most appropriate setting. These efforts 
assure high quality of care for bene- 
ficiaries while at the same time re- 
duce health care costs. 


Within the bureau, the two primary 
organizations that carry out its mis- 
sion are the Office of Standards and 
Certification and the Office of Pro- 
fessional Standards Review Organiza- 
tions. 


Standards and certification 

By law, any facility providing 
health care to Medicare and Medi- 
caid beneficiaries must meet certain 
health and safety standards before it 
can be eligible to receive reimburse- 
ment from the two programs. Federal 
safety and health standards range in 
character from structural require- 
ments such as room size and the sup- 
ply of hot water that must be avail- 
able to quality care assurances such 


as requiring adequate staffing with 
appropriately trained personnel. The 
Office of Standards and Certification 


develops and enforces these stand-° 


ards. 

In order to ensure that the stand- 
ards are met, the law provides for an 
annual survey of each facility. These 
surveys are conducted by each of the 
states under a contract with HEW. If, 
as a result of the survey, a facility 
fails to meet Federal standards, it is 
not certified. This means that no Fed- 
eral money can be paid to it for pa- 
tient care under either the Medicare 
or Medicaid programs. This does not 
mean that a facility must close, or 
that it will lose its license to operate. 
The licensing of a facility is the re- 
sponsibility of each individual state 
and is subject to its own requirements. 

HCFA’s regional offices monitor 
standards enforcement and the states’ 
survey and certification of health care 
facilities. However, the procedures for 
these two activities are established by 
the Office of Standards and Certifica- 
tion. To carry out its work, this office 
has five divisions—Division of Hos- 
pital Services, Division of Long-Term 
Care, Division of Laboratory and 
Ambulatory Services, Division of Pro- 
gram Analysis and Training, and the 
Division of Field Operations. 

The Division of Hospital Services 
prepares and analyzes the quality and 
safety standards for hospitals and 
end-stage renal disease facilities. 
Under the Medicare law, hospitals 
that meet the privately-run Joint 
Commission on Accreditation’s health 
and safety standards are considered 
to have met the Federal Govern- 
ment’s requirements. However, the 
1972 Social Security Amendments di- 
rected HEW to conduct surveys in the 
commission’s accredited hospitals on 
a sample basis in order to validate 
that the commission’s surveys con- 
tinue to meet Medicare requirements. 
The Division of Hospital Services is 
therefore also responsible for arrang- 
ing these validation surveys by the 
state survey agencies. 

The Division of Long-Term Care 
develops and analyzes standards for 
skilled nursing facilities, intermediate 
care facilities, and intermediate care 
facilities for the mentally retarded. 

The Division of Laboratory and 
Ambulatory Services _ establishes 
standards and analyzes them for clini- 
cal and other laboratories, ambula- 
tory care facilities, rural health clin- 


ics, Outpatient physical therapy and 
speech pathology, independent physi- 
cal therapists, and home health agen- 
cies. 

The Division of Program Analysis 
and Training provides training pro- 
grams in certification and survey pro- 
cedures for regional offices and state 
agencies. Based on information and 
needs identified by other divisions of 
the Office of Standards and Certifica- 
tion, this division develops new and 
more effective approaches to setting 
standards and to survey and certifica- 
tion procedures. 

The Division of Field Operations 
develops administrative and fiscal 
policies for state survey agencies. 
Other activities include survey and 
certification data analyses and prep- 
aration of procedures used by regional 
offices to monitor state survey agen- 
cies’ operations. 


PSROs 


The nationwide program by which 
groups of physicians review the work 
of their colleagues to ensure high 
quality care, while minimizing un- 
necessary costs, is directed by the 
Office of Professional Standards Re- 
view Organizations. 

About 140,000 physicians in about 
190 areas throughout the country 
have formed review groups, known as 
PSROs, to assure that health care 
services for Medicare and Medicaid 
patients are of a quality that meets 
professionally recognized standards of 
care, are medically necessary, and are 
appropriately provided in the most 
economical settings. PSROs are orga- 
nized and administered by physicians 
and receive financial support from the 
Health Standards and Quality Bureau. 

PSROs are required to review 
health care provided in hospitals and 
long-term-care facilities which have 
been certified as meeting federal 
standards. Eventually, they may ex- 
pand their review system to cover 
ambulatory care. At present, however, 
review of hospitalized patients is by 
far the most important responsibility 
of PSROs. 

PSRO review consists of examining 
criteria for admission and length of 
stay approval, auditing the quality of 
care, and analyzing the practice pro- 
files of physicians and institutions. 
Locally professionally determined cri- 
teria for acceptable medical practice 
serve as the basis for reviews. 

PSROs hospital review of an ad- 
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mission normally begins with an ex- 
amination of the patient’s admission 
records to determine whether hospi- 
talization was necessary. If the admis- 
sion is judged necessary, a notation is 
made of the expected length of stay, 
using regional or local norms. Pay- 
ments end on the projected day of dis- 
charge, unless an extension is ap- 
proved. An example of an unneces- 
sary admission is when a patient is 
treated as a hospital inpatient for a 
diagnostic procedure that could be 
performed at a physician’s office or 
at a hospital on an outpatient basis. 
Persons reviewing admission rec- 
ords, known as review coordinators, 
are usually nurses who have been 
trained in PSRO review procedures. 
When a reviewer finds a questionable 
admission or length of stay, it is 
brought to the attention of a PSRO 
physician, who determines whether it 
is justified. The patient’s attending 
physician is given an opportunity to 
explain the situation, but if the admis- 
sion or extended stay cannot be justi- 
fied, Federal payment is denied. 
Quality of care audits are perhaps 
the PSROs most important quality 
assurance mechanism. For instance, 
an audit of quality of care may reveal 
that some physicians still prescribe 
drugs proven to be ineffective in treat- 
ing certain conditions. In such cases, 
the PSRO would make sure that these 
physicians are informed about the 





drugs and the procedure currently 
being used for treatment. 

Practice profiles are used to pin- 
point undesirable deviations from the 
norm. For instance, a comparison of 
hospital infection rates for a surgical 
procedure may show that one hospital 
has an especially high rate of infec- 
tion. In such a case, a quality care 
audit might be performed to deter- 
mine the cause and how the infection 
rate might be lowered. 

The Office of Professional Stand- 
ards Review Organizations develops 
the review, quality assurance, organi- 
zational, and fiscal management poli- 
cies of PSROs. In addition, it collects 
and analyzes data, develops perform- 
ance standards, and assesses the per- 
formance of each PSRO. The HCFA 
regional offices are responsible for 
providing assessments to PSROs in 
implementing Federal policies and for 
monitoring and reviewing individual 
PSRO performances. The Office of 
Professional Standards Review Orga- 
nizations has three divisions to do its 
work—Division of Peer Review, Di- 
vision of Data Planning and Analysis, 
and Division of Program Operations. 

The Division of Peer Review de- 
signs and interprets all policies, pro- 
cedures, and methods for the medical 
assurance and review programs. It 
also develops guidelines for physi- 
cians and other health care practition- 
ers to carry out reviews. 





The Division of Data Planning and 
Analysis develops data systems, poli- 
cies, procedures, and requirements. 
For the effective management and 
evaluation of PSRO activities, this di- 
vision designs and implements a man- 
agement information system, a statis- 
tical reporting system, and other re- 
porting systems. It also tests ap- 
proaches and develops policies and 
technical assistance materials to aid 
PSROs in their profile analyses. 

The Division of Program Opera- 
tions provides the overall program- 
matic and technical management of 
the bureau’s grants and contracts to 
PSROs and arranges for any techni- 
cal assistance to them. To document 
the effectiveness and impact of each 
PSRO and to determine their compli- 
ance with program requirements, the 
division administers a comprehensive 
assessment system. 


Increasing effectiveness 


HCFA’s current organizational 
structure is designed to improve man- 
agement and performance in order to 
accomplish its priorities in such areas 
as quality assurance, cost control, re- 
duction of fraud and abuse, improved 
management control, program simpli- 
fication, and improved responsiveness 
to beneficiaries and the public. The 
Health Standards and Quality Bureau 
has begun to undertake some major 
initiatives to contribute to the success- 
ful achievement of these priorities. 

The bureau’s Office of Standards 
and Certification is developing new 
standards, or “Conditions of Partici- 
pation,” for hospitals and nursing 
homes. The general thrust of the pro- 
posed hospital standards is to give 
hospitals increased flexibility in using 
their resources, while maintaining an 
acceptable level of health care and 
safety. The objective of the proposal 
is to build flexibility into the stand- 
ards because the present, rather de- 
tailed, and complex standards are 
considered excessively burdensome 
and ineffective for some hospitals, 
especially smaller ones. 

For example, present standards re- 
quire every hospital to have 14 com- 
mittees or groups (e.g., medical rec- 
ords committee, infection control 
committee) that meet a specific num- 
ber of times. One very smal! hospital, 
wrote the bureau to say that the two 
physicians on its staff had difficulty 
figuring out which committee meeting 
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they were attending at coffee break 
and which at lunch. They found that 
they were required to keep minutes of 
almost every conversation they had 
with one another, if they were to 
meet the requirements for records of 
committee meetings. The proposed 
standards require that the functions 
accomplished by committees continue 
to be carried out, but the mechanism 
for doing so be optional. 

The proposed regulation regarding 
nursing home standards also has been 
made less complex. In addition, these 
standards will more accurately meas- 
ure the quality of care provided pa- 
tients. Current regulations have been 
criticized for focusing on the process 
of care rather than the result of care, 
thereby contributing to the cost of 
care without necessarily improving it. 
It is alleged that while the standards 
may ensure that a facility—its poli- 
cies, staffing, and structure—is capa- 
ble of providing quality care, they do 
not measure the care delivered to each 
individual patient. 

For example, although it is re- 
quired that a registered nurse be on 
duty in a skilled nursing facility dur- 
ing the day, the surveyors are not re- 
quired to see how the registered 
nurse’s presence is affecting the care 
received by the patients. 

The proposed changes address this 
concern by requiring that each facil- 
ity have a “patient care management 
system,” to measure the care deliv- 
ered. This would require an interdis- 
ciplinary team to assess each patient’s 
needs, develop a plan of care, write a 
periodic evaluation of the patient’s 
condition, assure that the desired re- 
sults are being accomplished, and de- 
velop a formal plan for discharge. 
The exact form of this system could 
be chosen by each institution. The 
proposed changes would also address 
patients’ rights by providing for input 
in the survey process from patients 
and their families on the quality of 
life in a facility. 

A third initiative by the Office of 
Standards and Certification is the im- 
plementation of the new Fire Safety 
Evaluation System for Health Care 
Facilities. This system is the result of 
the National Bureau of Standards’ in- 
vestigation into alternate methods of 
assessing protection from fire in 
health care facilities. The investiga- 
tion was made because the fire safety 
code required hospitals and other 
health care institutions to undertake 





Dr. Smits (center), director of the 
Health Standards and Quality Bureau, confers 
with aides, 


large capital expenditures in order to 
correct their fire safety code deficien- 
cies. 

It has been argued that these ex- 
penses are frequently not warranted 
to ensure patient safety. The use of 
the new system will reduce or elimi- 
nate unnecessary expenses by deter- 
mining how various combinations of 
requirements may provide an equiva- 
lent level of safety from fire to that 
obtained by strict compliance with 
the code. 

The major initiatives of the Office 
of Professional Standards Review Or- 
ganizations are aimed at continuing 
to improve the impact of PSROs. 
They include setting performance ob- 
jectives, reducing costs, and consoli- 
dating PSRO areas. The performance 
objectives are necessary because, with 
a limited annual budget, PSROs must 
concentrate their reviews on the most 
pressing problems. Each PSRO’s ob- 
jectives are established locally and 
must be founded on data provided 
through regional and national statis- 
tics. 

The objectives must be as specific 
and as tough as possible and include 
a measurable estimate of impact, in 
terms of utilization, or quality, or 
both. For example, one objective 
might be a two-day reduction in the 
length of stay in hospitals for cataract 


surgery, if the regional average is four 
days, but the PSRO’s average is six. 
In the future, PSROs also will be 
asked to meet specific national goals 
in order to remedy the nation’s top 
priority problems as well as their local 
problems. 

Reducing the unit cost of review is 
another area of emphasis for improv- 
ing program efficiency. The major 
cost reduction effort is focused review. 
Focusing review means decreasing 
PSRO review activity in areas of 
consistently acceptable performance 
and concentrating review on signifi- 
cant problem areas. Detailed review 
performed on 100 percent of Medi- 
care and Medicaid admissions is no 
longer necessary, now that data sys- 
tems are in place that can be relied 
on to point out problem areas. 

Finally, the PSRO program is 
working on the consolidation of small 
PSROs. The uniformity of overhead 
costs between small and large PSRO 
areas, the budget limitations, and the 
PSRO need to depend on area-wide 
data systems lead to a clear conclu- 
sion: Some PSROs are too small. The 
bureau has and will be supporting and 
encouraging consolidation, particu- 
larly in Maryland and California. 
Such consolidation will either be total 
or through the sharing of data base 
and data analyses. 

The Health Standards and Quality 
Bureau is unique within the Health 
Care Financing Administration in its 
orientation toward quality assurance 
and cost control through review mech- 
anisms. This role, along with initia- 
tives of the Administration’s other 
priority areas, well links the bureau 
into the new reorganization. 

“The bureau, which was formed 
out of elements from the Public 
Health Service and from the old 
Medicare Bureau, is like a miniature 
HCFA,” says Dr. Helen Smits, direc- 
tor of the Health Standards and Qual- 
ity Bureau. “By bringing together all 
quality assurance activities in one 
place and fully integrating them, we 
will be able to make close connec- 
tions between related elements such 
as the PSRO Long-Term-Care Proj- 
ects and the Office of Standard and 
Certification’s Division of Long-Term 
Care. We have an exciting time ahead 
of us.” 





Veronica Oestreicher is a health 
policy analyst in the Health Standards 
and Quality Bureau Director’s Office. 
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Regional Offices 


While strategy for achieving 
HCFA objectives is developed for the 
most part in Washington, how well 
these objectives are carried out de- 
pends in large part on the 1,850 em- 
ployees in the agency’s 10 regional 
offices. These staffs direct the activ- 
ities of HCFA’s contractors and state 
agencies employing more than 20 
times their number. 

The function of HCFA’s regional 
offices is directly related to two major 
goals of the agency: 

© Developing comprehensive agree- 
ments with contractors and states that 
stipulate the conditions under which 
HCFA programs are carried out, the 
performance standards that must be 
met, and the programmatic results 
that are to be achieved. 

® Monitoring the performance of 
contractors and states in administer- 
ing HCFA programs to assure it is 
consistent with program and perform- 
ance standards, and directly monitor- 
ing health care providers to assure 
that programmatic goals are achieved. 

The regional staffs develop com- 
prehensive agreements with the con- 
tractors and state agencies that oper- 
ate the bill processing systems and 
the health care evaluation system for 
the agency. These agreements stipu- 
late the conditions under which pro- 
grams are carried out, the standards 
that must be met, and the results that 
are expected. 

In establishing an agreement with 
a Professional Standards Review Or- 
ganization, for example, the regional 
staff negotiates the type of operating 
structure of the PSRO, its budget, 
and its goals. Should contractors or 
State agencies encounter problems in 
achieving standards, regional office 
personnel provide advice and tech- 
nical assistance. 

Monitoring the performance of 
contractors and state agencies to in- 
sure that standards are met and goals 
are reached within the prescribed 
time, is another responsibility of the 
Tegional offices. Monitoring Medicare 


contractors, for instance, calls for a 
number of assessments, including on- 
site audits of performance. 

The regional offices also coordinate 
investigations of fraud and abusive 
practices by health care professionals 
and institutions. 

Located in Boston, New York, 
Philadelphia, Atlanta, Chicago, Dal- 
las, Kansas City (Missouri), Denver, 
San Francisco, and Seattle, the re- 
gional offices are in daily contact with 
HCFA’s agents who are responsible 
for program administration, and with 
providers of services. They audit 
activity to assure appropriate fiscal 
administration of HCFA programs; 
assess activity to assure appropriate 
service delivery to HCFA benefici- 
aries; and lend technical assistance to 
contractors, state agencies, and pro- 
viders to remedy problems and en- 
sure consistent, effective program op- 
eration. 

Although regional personnel are 
responsible primarily for assuring 
that objectives are achieved, they in- 
fluence the setting of HCFA policy 
by reporting to the headquarter’s of- 
fice on the practical aspects of imple- 
menting suggested policies. 

The regional offices are both a 
sounding board for the reasonable- 
ness of policy and a principal source 
of ideas for improvements. 


Regional offices can be contacted 
as follows: 


@ Region I—Connecticut, Maine, 
Massachusetts, New Hampshire, 
Rhode Island, Vermont— Tera Youn- 
ger, acting regional administrator, 
John F. Kennedy Federal Building, 
Room 1309, Boston, Massachusetts 

02203 (617-223-6871). 


@ Region II—New York, New 
Jersey, Puerto Rico, Virgin Islands— 
William Toby, regional administra- 
tor, 26 Federal Plaza, Room 3811, 
New York, New York 10007 (212- 
264-4488). 


® Region III—Delawate, District 


of Columbia, Maryland, Pennsyl- 
vania, Virginia, West Virginia— 
Everett Bryant, regional administra- 
tor, 3535 Market Street, Room 3100, 
Philadelphia, Pennsylvania, 19101 
(215-596-1351). 


®@ Region [V—Alabama, Florida, 
Georgia, Kentucky, Mississippi, 
North Carolina, South Carolina, Ten- 
nessee— Virginia Smyth, regional 
administrator, 101 Marietta Street, 
Suite 701, Atlanta, Georgia 30323 
(404-242-2329). 


® Region V—lllinois, Indiana, 
Michigan, Minnesota, Ohio, Wiscon- 
sin—George Holland, regional ad- 
ministrator, 175 West Jackson Boule- 
vard, Room A835, Chicago, Illinois 
60604 (312-353-8057). 


@ Region VI—Arkansas, Louisi- 
ana, New Mexico, Oklahoma, Texas 
—J. D. Sconce, regional administra- 
tor, 1200 Main Tower Building, 
Room 2400, Dallas, Texas 75202 
(214-729-6427). 


@ Region VII—Iowa, Kansas, 
Missouri, Nebraska—Gene Hyde, re- 
gional administrator, 601 East 12th 
Street, Room 564, Kansas City, Mis- 
souri 64106 (816-758-5233). 


@ Region VIII—Colorado, Mon- 
tana, North Dakota, South Dakota, 
Utah, Wyoming—Francis Ishida, re- 
gional administrator, Federal Build- 
ing, 1961 Stout Street, Room 628, 
Denver, Colorado 80294 (303-837- 
2111). 


@ Region [IX—American Samoa, 
Arizona, California, Guam, Hawaii, 
Nevada—Philip Nathanson, regional 
administrator, 100 Van Ness Ave- 
nue, 14th Floor, San Francisco, Cali- 
fornia 94102 (415-556-0254). 


@ Region X—Alaska, Idaho, Ore- 
gon, Washington—Joseph Anderson, 
regional administrator, Arcade Plaza 
Building, 1321 2nd Avenue, Room 
8618, Mail Stop 804, Seattle, Wash- 
ington 98101 (206-399-0425). 
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prepares statements and briefing ma- 
terials for appearances by the Admin- 
istrator and other HEW officials be- 
fore congressional committees, coor- 
dinates legislative planning within the 
agency and HEW, and is the agency’s 
liaison with members of Congress and 
their staffs. 

The Office of Policy Analysis re- 
views HCFA’s program policy and 
studies new policy initiatives. The 
staff reviews all current regulations, 
proposed regulations, and proposed 
and pending legislation pertaining to 
health care financing programs. The 
policy implications are carefully stud- 
ied, and these studies provide infor- 
mation on which to base the agency’s 
legislative program and long-range 
planning activities. Studies may con- 
cern such areas as reimbursement of 
physicians, laboratories, and Health 
Maintenance Organizations; Medicaid 
eligibility reform; reforms in Medi- 
care benefits or Federal involvement 
in the sale of Medicare supplemen- 
tary insurance coverage. 


Office of Management and Budget 
The principal tasks of the Office of 


Management and Budget are to assure 
the agency has the necessary budget, 
personnel, skills, physical plant, sup- 
plies and management process to 
achieve its mission. 

The office hires, classifies, and as- 
signs about 4,600 full-time employees 
and provides for their training. In 
addition to managing the agency’s 
human resources, the office writes and 
approves contracts for goods and 
services for all components of the 
agency and assures that grants 
awarded by HCFA are in conform- 
ance with all Federal policies. 

When the decision was made to 
move HCFA’s 2,000 headquarters 
employees from Washington to sub- 
urban Baltimore earlier this year, the 
office selected the new office space 
and contracted for moving the agen- 
cy’s furniture, equipment, and sup- 
plies to the new location. It also de- 
vised a plan to reimburse employees 
who wanted to change their residence 
to the Baltimore area. 

Providing the Administrator with 
the information necessary to set goals 
for the agency and monitoring prog- 
ress toward those goals is a major on- 
going task. A top priority of the office 
is to complete an internal manage- 


ment control system which will pro- 
vide a better method for establishing 
accountability, tracking progress, and 
integrating the schedules of HCFA 
units involved in regulations, opera- 
tions, legislative proposals, and bud- 
get. An important part of this system 
measures the performance of senior 
level managers in order to determine 
which ones should receive merit pay 
and other rewards. 

The office is also working to iden- 
tify opportunities to enhance the 
agency’s data management system, by 
analyzing consolidated data collection 
and processing alternatives. Currently, 


‘nearly all units of the agency have 


separate data collection and process- 
ing systems which overlap consider- 
ably in many areas. Not only will a 
single cohesive system be more effi- 
cient, but also it will allow compari- 
sons of information from various 
sources. These comparisons are ex- 
pected to yield valuable insights to 
methods of reducing costs in financing 
HCFA programs. 





HCFA Headquarters-Woodlawn, Md. 
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Directory of HCFA Offices 


Office of the Administrator 


Room 5000 MES Building 
Washington, D.C. 20201 


Leonard D: Schaeffer, Administrator 
Tel. 202 245-6726 


Earl M. Collier, Jr., Deputy Administrator 
Tel. 301 594-7914 


Equal Opportunity Office 
George James, Director 
Tel. 301 594-7761 


Office of Health Regulation 
John Reiss, Director 
Tel. 202 245-1686 


Office of Intergovernmental Affairs 
Richard Heim, Director 
Tel. 301 594-9725 


Office of Professional and Scientific 
Affairs 

Roger Egeberg, Director 

Tel. 202 245-0577 


Office of Special Programs 
Tel. 202 245-1724 


Office of Beneficiary Services 
Barney Sellers, Director 
Tel. 301 594-8131 


Office of Executive Operations 


Room 5110 MES Building 
Washington, D.C. 20201 


Kevin J. Sexton, Director 
Tel. 202 245-1724 


Office of Public Affairs 
Room 5221 MES Building 
Washington, D.C. 20201 


Patricia Q. Schoeni, Director 
Tel. 202 245-0381 


Office of Management and Budget 


Room 5000 MES Building 
Washington D.C. 20201 


Howard Phanstiel, Director 
Tel. 202 245-0835 


Office of Research, 
Demonstrations and Statistics 


5054 MES Building 
Washington, D.C. 20201 


James Kaple, Acting Director 
Tel. 202 245-2184 


Office of Legislation and Policy 


Room 5074 MES Building 
Washington, D.C. 20201 


Jeff Merrill, Director 
Tel. 202 245-0301 


Bureau of Support Services 


3-F-3 Meadows East Building 
Baltimore, MD 21235 


Ralph Howard, Director 
Tel. 301 594-7643 


Office of Direct Reimbursement 
Tel. 301 594-8018 


Division of Beneficiary and 
Provider Systems 
Tel. 301 594-2558 


Bureau of Program Operations 


300 East High Rise Building 
Baltimore, MD 21235 


Mildred Tyssowski, Director 
Tel. 301 594-7410 


Group Health Plan Operations Staff 
Tel. 301 594-7997 


Program Administration 
Tel. 301 594-9470 


Standards and Performance Evaluation 
Tel. 301 594-8431 


Methods and Systems 
Tel. 301 594-9545 


Medicaid/Medicare Management 
Institute 
Tel. 301 594-8646 


Bureau of Program Policy 


100 East High Rise Building 
Baltimore, MD 21235 


Robert O’Connor, Director 
Tel. 301 594-9324 


Office of Coverage Policy 
Tel. 301 594-9690 


Office of Eligibility Policy 
Tel. 301 594-9682 


Office of Reimbursement Policy 
Tel. 301 594-9760 


Bureau of Quality Control 


2-E-5 East Low Rise Building 
Baltimore, MD 21235 


John Kennedy, Director 
Tel. 301 554-5840 


Office of Quality Control Programs 
Tel. 301 597-1340 


Office of Program Validation 
Tel. 301 594-8470 


Office of Financial Analysis 
Tel. 301 594-5878 


Office of Systems Analysis 
Tel. 301 597-1898 


Health Standards and 
Quality Bureau 


5046 MES Building 
Washington, D.C. 20207 


Helen W. Smits, Director 
Tei. 202 245-0284 


Office of Professional Standards 
Review Organizations 
Tel. 301 594-9207 


Office of Standards and Certification 
Tel. 301 597-2750 
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